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The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


FINANCIAL HIGHLIGHTS 


1967 


$60,924,480 

8.705.666 
3,800,000 

4.905.666 
$2.63 
8 - 1 % 

9.7% 

$2,872,875 


$15,454,652 

47,077,302 

$28.10 

1,795,547 

3,979 


FOR THE YEAR 

Net sales . 

Income before income taxes. 

Taxes on income. 

Net income. 

Net income per share of common stock. 

Net income as a per cent of sales. 

Net income applicable to common stock as a per cent of common stock¬ 
holders’ equity (beginning of year). 

Cash dividends declared on common stock—$1.60 per share. 

AT THE YEAR-END 

Working capital. 

Investment in property, plant and equipment (net). 

Book value per share of common stock. 

Common shares outstanding. 

Number of stockholders. 
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TO OUR STOCKHOLDERS 


Since the office of chief executive officer of Chesapeake 
was occupied by each of us for a part of 1968, we are 
joining in the submission of this report to you. 

In September Sture G. Olsson, on the advice of his 
doctors, resigned as President of your Corporation and 
was elected to the office of Chairman of the Board. The 
Board at the same meeting elected Lawrence H. Camp 
to the new office of Executive Vice President and at its 
February, 1969, meeting elected him to the office of Presi¬ 
dent. 

During 1968 the demand for our linerboard was 
strong, and the physical volume of shipments showed an 
increase over the preceding year, but the dollar volume of 
sales and earnings declined from 1967 levels. The decline 
in sales and earnings was attributable largely to depressed 
prices for linerboard, paper and market pulp throughout 
the year 1968. Linerboard prices were at the lowest level 
experienced by Chesapeake in the past 15 years, but 
toward the end of 1968 had begun to improve and, we 
are happy to say, the improvement has continued in the 
early part of the current year. 

The depression in linerboard prices was caused by the 
industry’s expectation that overcapacity would result 
from a number of large new mills coming into production. 
Demand for linerboard during the year, however, was 
somewhat greater than had been forecast, and the price 
improvement during the latter part of the year was attribu¬ 
table to this increased demand. 

In addition to the decline in earnings resulting from 
depressed prices, the Federal income tax surcharge reduced 
earnings after taxes by approximately 17 cents a common 
share. 

Although the Corporation was faced with higher wage 
rates, wood prices and other costs, we are glad to report 
that through operating efficiencies the Corporation was 
able to maintain 1967 cost levels for producing a ton of 
linerboard or paper. Increased production and greater 
efficiencies at our chip mill at Pocomoke City, Maryland, 
helped to stabilize the Corporation’s operating costs. 

The 1968 results of operations of Binghamton Con¬ 
tainer Co., Inc., and Scranton Corrugated Box Corpo¬ 
ration have justified the decision made in the latter part 
of 1967 to acquire these two companies. The construction 
by our new subsidiary, Southern Corrugated Box Corpo¬ 
ration, of a manufacturing plant in Winston-Salem, North 
Carolina, was completed in June, 1968, well in advance 
of schedule. Its operating progress to date is quite satis¬ 
factory. We expect that this facility soon will make a good 
contribution to our earnings from corrugated box manu¬ 
facturing. 


Chesapeake Bay Plywood Corp., which is 50% owned 
by Chesapeake, made a significant contribution to Chesa¬ 
peake’s 1968 earnings, in contrast with losses which 
Chesapeake had absorbed in the two previous years. 
The improvement resulted from both a better supply of 
logs to the plywood corporation and a substantial in¬ 
crease in plywood prices which took place during the year. 

By the end of 1968 the Corporation’s holdings of 
timberlands had reached approximately 285,000 acres, 
and the Corporation is continuing to acquire lands when 
offered on favorable terms. In addition, constant study 
is being made of our landholdings to determine the best 
possible economic use to which various parcels may be 
put and to assure maximum productivity for the Corpo¬ 
ration. It is believed that increasing urbanization and 
other changing conditions in the area in which our timber- 
lands are located will dictate their being used in a number 
of instances for purposes other than the growing of timber. 

We successfully concluded negotiations with the 
unions representing most of our mill employees by entering 
into new three-year agreements which extend to the middle 
of June, 1971. The negotiations were conducted in a 
manner which we believe was constructive and satisfactory 
for both the Corporation and its employees. 

During the last six years the Corporation and its 
subsidiaries have expended on plant, equipment and 
timberlands approximately S57 million, most of which 
funds were generated internally. We continue to study 
the resources available to us and the best methods for 
developing them and expanding the Corporation’s business 
and profitability. It is anticipated that during the current 
year significant plans for further development and ex¬ 
pansion will be completed by management for submission 
to your Board of Directors. 

Although we anticipate that continued inflationary 
pressure will result in rising costs throughout our opera¬ 
tions, the recent improvements in prices and the high 
level of demand for our products cause us to look forward 
to a more satisfactory level of earnings in 1969. 



Chairman of the Board 

February 20, 1969 President 
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THE YEAR IN REVIEW 


Sales, Income and Dividends 

Consolidated net sales in 1968 were $59,876,000 as 
compared to $60,924,000 in 1967, a decline of less than 
2 %. 

Net income on the common stock amounted to 
$2.35 per share in 1968 compared with $2.63 per share 
in 1967. The 10% Federal income tax surcharge, which 
was not applicable in 1967, reduced 1968 earnings by 
17 cents per common share. 

Cash dividends of $1.60 a share, or a total of 
$2,872,875, were declared in 1967 and 1968 on the 
1,795,547 shares of outstanding common stock. Cash 
dividends totalling $178,576 were declared in 1968 on 
the $5 cumulative convertible series A preferred stock 
issued in late 1967. 

Financial Position 

Cash amounting to $9,989,000 was generated in 
1968 from net income, depreciation and depletion, a 


decrease of $71,000 from the cash generated in the year 
1967. 

Additions to properties and equipment totaled 
$9,382,000 during 1968, compared with $6,339,000 in 
1967, an increase of $3,043,000. Among the major addi¬ 
tions was Southern Corrugated Box Corporation, shown 
below. 

Depreciation and depletion in 1968 amounted to 
$5,594,000 as compared with $5,154,000 in 1967, an 
increase of $440,000. 

The equity of common stockholders was increased 
during 1968 by a total of $1,344,000 representing the 
reinvestment of income. At December 29, 1968, the total 
equity of the common stockholders, representing the 
par value of common stock, other capital and income 
retained for use in the business, amounted to $51,802,000. 
The book value per share of common stock increased 


Southern Corrugated Box Corporation , on its 15-acre site at Winston- 
Salem , N. C. The plant is situated on a railway siding near a future 
Interstate exchange. 
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THE YEAR IN REVIEW— {Continued) 


from $28.10 to $28.85. 

Working capital at December 29, 1968, totaled 
$12,524,000, a decrease of $2,931,000 from the 1967 
year-end total of $15,455,000. The decrease in working 
capital is attributable to the larger investment in properties 
and equipment in 1968. 


Sales at Mill 

During 1968 Chesapeake’s paper machines remained 
in an over-sold position, as they have for the past several 
years. A modest increase in sales tonnage was achieved. 

The recent wave of expansion scheduled for the 
southern United States was concluded during the year 
with the completion of five new kraft linerboard and 
paper machines. The increase in industry capacity in 
1967 and 1968 was unprecedented in magnitude. The 
impact of this additional capacity created an environment 
for a twelve-month period of price decline which started 
in the fall of 1967. 

The demand for paper and linerboard grew at a 
higher rate and maintained a more favorable balance 



One of three printer-slotters at Southern Corrugated Box Corporation. 
The company serves the tobacco , textile and furniture industries , 
among others in Carolina. 


with supply than had been forecast. This propitious 
condition indicated that the depressed market prices 
experienced in the industry were out of line with supply 
and costs. As a result, the price trend that was so damaging 
began to reverse itself during the second half of 1968 
and is expected to continue upward in 1969. 

Export prices reflected the weakness in the domestic 
market, although the world demand for linerboard is 
increasing. The prices for export tonnage should improve 
in 1969. 

Through the efforts of Chesapeake’s overseas sales 
representatives, our high-performance quality linerboard, 
manufactured for export under the trade names 
“EUROLINER” and “IMPACTA”, has been well- 
accepted at premium prices. The service provided from 
our warehouse in Bremen, West Germany, and by direct 
shipment from our terminal at the mill has earned for 
us an enviable position in linerboard supplier circles. 

The market for unbleached kraft pulp, which repre¬ 
sents a small part of our production, left much to be 
desired due to oversupply. However, signs of improve- 



Southern Corrugated Box has equipment of the latest design , such as 
this 87-inch high-speed Langston corrugator. The plant has more than 
a mile of roller conveyors. 
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Exhaustive laboratory checks are part of a survey conducted during 
1968 to assure continuing water quality standards for the rivers at 
West Point. 

ment in bleached pulps at year-end give cause for some 
optimism in the unbleached kraft pulp market. 

Converting Subsidiaries 

Chesapeake’s proportion of the strong market for 
corrugated containers increased significantly during 1968, 
by reason of an increase of output from previously 
operated plants as well as from the operation of additional 
facilities. 

Chesapeake’s converting function, after absorbing 
start-up costs of a new box plant, continued to operate 
profitably. Market conditions generally were consistent 
with those of the preceding year. Box prices remained 
fairly stable during most of 1968, but did not react upward 
in response to increased demand. 

The integration into the Chesapeake organization of 
Binghamton Container Co., Inc., and Scranton Corrugated 
Box Company, Inc., during the first part of 1968, was 
accomplished without difficulty. These facilities performed 


well during the year, materially increasing Chesapeake’s 
penetration of markets which offer logical access to 
Chesapeake. 

Southern Corrugated Box Corporation, our new 
subsidiary in Winston-Salem, North Carolina, came into 
production in June, 1968. It has steadily improved its 
position in its market area, and is making satisfactory 
progress in every way. This plant represents an extension 
of management’s effort to expand Chesapeake’s position 
in the market areas which are desirably located with 
respect to the mill and which show promising demand 
for our basic products. 

Eastern Shore Facilities 

DelMarVa Forest Products Co., Chesapeake’s wood 
processing complex at Pocomoke City, Maryland, attained 



Tests to explore new pulping techniques are carried out in two miniature 
pulpwood digesters , installed in 1968 in the technical department 
laboratory. 
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THE YEAR IN REVIEW— {Continued) 



The Southern Pulp and Paper Safety Association's top award for 
three years of logging safety is presented to R. H. Highland , center , 
woodlands operation manager. 


full production during 1968. This resulted in a substantial 
increase in the volume of chips supplied to the mill at 
West Point. In addition, it provided an adequate flow 
of peeler logs to Chesapeake Bay Plywood Corp. 

Progress in Production 

Expansion and modernization of the power plant 
continued with installation of a 32,000-KVA hydrogen- 
cooled turbine generator. The operation of this large- 
capacity, high-pressure and high-temperature turbo¬ 
generator enables the retirement of four small turbines 
to standby service, substantially reducing fuel operating 
costs and improving the efficiency of the power plant. 
This installation permits us to decrease our supplementary 
requirements of purchased power, among other savings. 
Our power plant is now in excellent position to serve the 
requirements of the mill, for steam as well as power, in a 
most economical and efficient manner. 

Environmental Concerns 

A team of technicians has been organized by the 
technical department to define and solve problems relating 
to “clean water” as well as “clean air” standards. These 


well-qualified staff members are monitoring the streams 
as well as the ambient air in the mill area with the purpose 
of keeping effluent and emissions well within specifications 
of the Federal and State authorities. 

The technical team completed during the year an 
extensive survey of the Pamunkey and York Rivers in 
the mill site area. The results of this survey have been 
reported to the Virginia Water Control Board to show 
that water quality standards are being maintained in this 
area. 

At management’s request, the Virginia Institute of 
Marine Science and the National Council of the Paper 
Industry for Air and Stream Improvement were asked 
to furnish pertinent data to assist these air and water 
projects. Though these organizations bear no respon¬ 
sibility for the findings, their cooperation in these studies 
has been most beneficial. 

An important plant addition during 1968 was a 
“wet” scrubber which for the first time provides secondary 
treatment of vapor from our chemical recovery boiler 
smokestack. Since 1940 Chesapeake has provided primary 
treatment to remove the dust-like solids emitted in the 
vapor. The scrubber treats this vapor with circulating 
water to wash and reclaim any remaining solids. 



Woodlands logging operations are increasingly becoming mechanized. 
Here is a machine with shear blade that can cut and load up to 35 cords 
of pulpwood a day. 
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Technical Collaboration 

The emphasis of the technical department’s work 
has been on current problems in such areas as improving 
the acceptability of incoming raw materials, the quality 
of batch-digester and flash-dried pulp, the yield and 
salability of by-products and over-all process per¬ 
formance in the mill. 

In addition new and modified paper and paperboard 
products are being developed. These programs are 
carried on in collaboration with the production, sales, 
engineering and forestry departments. 

A prime objective is to enable our pulping process 
to use even more hardwood in relation to pine, the basic 
pulpwood raw material. This objective has been greatly 
assisted by installation and operation of a small pilot 
pulping plant in the new research building. 

The technical department has concentrated on im¬ 
proving operation of the batch-digesters which produce 
45% of our pulp. Studies indicate the feasibility of pro¬ 
ducing a more uniform pulp by the addition of automatic 
controls on these digesters. It is anticipated that greater 
uniformity of pulp will improve the yield which will 
achieve a substantial process saving. 


Woodlands Activities Expanded 

In order to carry out more efficiently its many pro¬ 
grams, the woodlands department was reorganized on 
March 1, 1968, under an area manager system. This 
system decentralizes woodlands activities by grouping 
procurement, land management and land acquisition 
under a single supervisor, usually a professionally trained 
forester, who is assigned a certain number of counties 
as the territory of his responsibility. 

The total amount of wood purchased during the 
year was the second highest in the company’s history. 

Of the total wood requirements, approximately 39% 
came to the mill in the form of chips processed either by 
sawmills from their residues or by DelMarVa Forest 


Products Co., the company’s timber receiving station 
and chip mill at Pocomoke City, Maryland. The purchase 
and operation of two new barges made possible the 
movement of an all-time high volume of chips and round- 
wood to the mill at West Point. The company now 
operates nine such barges. 

An additional 7,000 acres of woodlands were ac¬ 
quired. A total of approximately 285,000 acres are now 
owned by the company. 

Tree-Planting Continued 

Chesapeake’s woodlands department prepared 16,300 
acres for reforestation during the year, and these acres 
will be converted to pine production during the planting 



A chip-loaded tractor-trailer is dumped at the new unloading-storage 
system at West Point. A parallel installation quickly unloads rail¬ 
road hopper cars. 


11 












THE YEAR IN REVIEW— {Continued) 



An electronics laboratory of Virginia Commonwealth University. 
Chesapeake offers scholarships to high school seniors who wish to 
study electronics technology. 

season this spring. Approximately 60,500 acres have been 
converted to these intensively managed pine plantations 
during the past six years. 

Chesapeake’s private landowner assistance program 
was continued. Under this program, landowners may 
obtain pine seedlings on a matching basis and free land 
management advice. Site preparation and reforestation 
services are offered at cost on certain lands from which 
Chesapeake harvests timber. 

Chip Receiving Facilitated 

A newly constructed chip unloading and storage 
system at the West Point mill received its first shipment 
of chips by truck on May 30 and its first by rail on June 
15. This facility not only permits the intake of rail-borne 
chips for the first time but cuts in half the time for un¬ 
loading trucks or tractor-trailers. In every way it enables 
more efficient operation of the woodyard. 

The installation consists of two deep underground 
hoppers and two outside chip piles, one for hardwood 


and one for pine chips. Each pile has a storage capacity 
of 6,000 cords. 

To reclaim chips from the two piles, the chips are 
pushed into the hoppers. From there they are blown to 
the storage silos, 1,183 feet away, at the rate of 50 cords 
per hour. 

Labor Agreements Signed 

Chesapeake’s management reached agreement with 
two AFL-CIO international unions and their locals on 
three-year labor contracts covering hourly employment 
in the West Point Mill. 

The contracts provide for a 5% increase in the first 
year, which averaged 17 cents per hour. The second and 
third years provide across-the-board increases of 17 cents 
and 18 cents, respectively. These are in line with other 
wage increases in the pulp and paper industry. The new 
labor agreements provide for improved benefits under the 
pension plan and the hospital-surgical-medical plan. 

Scholarship Program 

The Elis Olsson-Chesapeake Foundation is now in 
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its tenth year of a college scholarship program which 
presents a competitive challenge to the high schools and 
an educational opportunity to the students of the area 
in which our employee families live. 

The Foundation offers two four-year college scholar¬ 
ships whose winners are chosen by the National Merit 
Scholarship Corporation of Evanston, Illinois. The 
Foundation also offers four scholarships for two years 
of terminal study in technological subjects. Committees 
of educators at the institutions involved select the 
recipients. 

The company continues its corporate participation 
in the scholarship program of the Pulp and Paper Founda¬ 
tion at North Carolina State University. Five of the 
students who are now in the pulp and paper curriculum 
at North Carolina State were among the forty-four young 



The scholarship winner shown above finds that textbook study in such 
subjects as physics is as necessary as laboratory work for an electronics 
degree. 



Dean R. J. Preston ( left ), of the Pulp and Paper Foundation , North 
Carolina State University , receives a Chesapeake history from Ray 
Smith , the foundation's secretary. 

people given summer employment at Chesapeake during 
the vacation season. 

History of Chesapeake 

In recognition of the fact that 1968 marks the fiftieth 
year of Chesapeake’s operation, the company, in asso¬ 
ciation with the Graduate School of Business Adminis¬ 
tration and The University Press of Virginia at Charlottes¬ 
ville, published Chesapeake: Pioneer Papermaker—a 
History of the Company and its Community by A. T. Dill. 
The volume has been well-received by stockholders, 
customers, suppliers, schools, libraries, reviewers and 
others. 

Professor David C. Smith, of the University of 
Maine Pulp and Paper Foundation, commented in a review 
in Paper Trade Journal: “There are but relatively few 
histories of paper companies, and for that reason this 
history of the Chesapeake Corp. is welcomed. Paper 
industry executives and others interested in the history 
of modern American business will also welcome this 
attractive volume.’’ 
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CONSOLIDATED BALANCE SHEET 


December 29, 1968 and December 31, 1967 


ASSETS 

CURRENT ASSETS: 

Cash. 

Short-term securities, at amortized cost which approximates market . . . . 

Accounts receivable, less allowances for doubtful accounts. 

Recoverable federal income taxes (carryback of investment tax credit) . . . 

Notes receivable. 

Miscellaneous receivables and accruals. 

Inventories, at lower of cost (principally average cost) or market: 

Finished goods and goods in process. 

Manufacturing materials and supplies. 

Prepaid expenses. 

Total current assets. 


OTHER ASSETS: 

Notes and accounts receivable. 

Investment in and advances to 50%-owned company (Note 1) 
Investments and sundry assets. 


PROPERTY, PLANT AND EQUIPMENT, at cost less accumulated de¬ 
preciation and depletion (Note 3): 

Land—plant sites. 

Buildings and structures. 

Machinery, equipment and construction. 


Less accumulated depreciation 


Timber and timberlands, less accumulated depletion (1968—$4,589,634; 
1967—$3,978,590) . 

Net property, plant and equipment. 


1968 

1967 

$ 1,106,158 
2,000,000 
8,110,431 
409,578 
542,121 
646,672 

$ 2,664,460 
4,500,000 
6,759,409 
447,500 
488,971 
671,613 

1,456,017 

4,444,412 

194,245 

1,547,908 

4,803,765 

184,598 

18,909,634 

22,068,224 

725,110 

844,000 

237,628 

689,725 

431,500 

567,482 

1,806,738 

1,688,707 

603,464 

11,121,268 

54,147,834 

600,198 

10,216,368 

51,261,242 

65,872,566 

29,875,049 

62,077,808 

28,162,564 

35,997,517 

33,915,244 

14,776,091 

13,162,058 

50,773,608 

47,077,302 

$71,489,980 

$70,834,233 
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The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


LIABILITIES AND STOCKHOLDERS’ EQUITY 

CURRENT LIABILITIES: 

Accounts payable. 

Long-term debt due within one year. 

Notes payable. 

Dividends payable. 

Salaries, wages and commissions. 

Payroll and withholding taxes. 

Federal and state income taxes. 

Total current liabilities. 


LONG-TERM DEBT (due after one year) (Note 2) 


DEFERRED INCOME TAXES (Note 3) 


STOCKHOLDERS’ EQUITY (Notes 2, 4 and 5): 
Preferred stock—$100 par value: 

Authorized, 150,000 shares issuable in series; 
Issued and outstanding, $5 cumulative convertible 
series A—35,424 shares. 

Common stock—$5 par value: 

Authorized, 10,000,000 shares; 

Issued and outstanding—1,795,547 shares . . . 

Other capital. 

Retained earnings. 


1968 


$ 2,582,015 
750,000 
418,583 
762,499 
320,382 
405,467 
1,146,522 

6,385,468 


6,750,000 


3,009,661 


3,542,400 

8,977,735 

4,861,668 

37,963,048 

55,344,851 

$71,489,980 


1967 


$ 2,744,742 

558,193 

780,649 

320,641 

318,716 

1,890,631 

6,613,572 


7,500,000 


2,719,916 


3,542,400 

8,977,735 

4,861,668 

36,618,942 

54,000,745 

$70,834,233 


The accompanying notes are an integral part of the financial statements. 
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The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
For the years ended December 29, 1968 and December 31, 1967 


Balance at beginning of year 
Add net income. 


Deduct dividends declared: 

Common stock—$1.60 per share . . 

Preferred stock. 

Pooled companies prior to acquisition 


Balance at end of year (Note 2) 



1967 


$34,688,206 

4,905,666 

39,593,872 


2,872,875 

102,055 

2,974,930 

$36,618,942 


The accompanying notes are an integral part of the financial statements. 
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The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


CONSOLIDATED STATEMENT OF INCOME 


For the years ended December 29, 1968 and December 31, 1967 



1968 

1967 

SALES AND OTHER INCOME: 



Net sales . 

$59,876,331 

$60,924,480 

Other income . 

962,000 

1,168,865 

Equity in earnings (loss) of 50%-owned company (Note 1). 

348,000 

(240,000) 


61,186,331 

61,853,345 

COSTS AND EXPENSES: 



Cost of sales, less depreciation and depletion. 

42,139,808 

42,260,605 

Depreciation and depletion (Note 3). 

5,593,825 

5,154,251 

Selling, general and administrative expenses. 

4,675,131 

4,723,003 

Interest expense . 

376,555 

400,694 

Miscellaneous deductions. 

612,455 

609,126 

Federal and state income taxes (Note 3). 

3,393,000 

3,800,000 


56,790,774 

56,947,679 

Net income. 

$ 4,395,557 

$ 4,905,666 

Net income per share of common stock 



(after preferred dividend requirements) (Note 4). 

$2.35 

$2.63 


The accompanying notes are an integral part of the financial statements . 


17 































The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Principles of Consolidation: 

The consolidated financial statements include the accounts of The Chesapeake Corporation of Virginia and its subsidiary companies. 
Intercompany accounts and transactions have been eliminated. The investment in and advances to Chesapeake Bay Plywood Corp., 
a 50%-owned company, are stated at cost less the corporation’s share of net accumulated losses. In 1968, the corporation’s equity 
in the net income of such company amounted to $348,000. 

2. Long-Term Debt: 


Long-term debt issued under a Term Loan Agreement with a bank and an insurance company consists of: 

Maturity 




Total 

Within 

One Year 

After 
One Year 

4%% note payable, due $187,500 quarterly from February 28, 
November 30, 1971 . 

1969 through 

$2,250,000 

$750,000 

$1,500,000 

478% notes payable, due $187,500 quarterly from February 28, 
August 31, 1974 and $3,187,500 on November 30, 1974 .... 

1972 through 

5,250,000 


5,250,000 

Totals. 


$7,500,000 

$750,000 

$6,750,000 


Under the most restrictive provisions of the Term Loan Agreement, approximately $21,900,000 of retained earnings was free of re¬ 
strictions at December 29, 1968. 

3. Investment Tax Credit, Depreciation and Deferred Income Taxes: 

The corporation earned investment tax credits of approximately $440,000 in 1968 and $83,000 in 1967. Generally, investment tax credits 
are deferred and amortized over eight years as a reduction of income tax expense. In 1968, the amount of such reduction was ap¬ 
proximately $297,000 (1967—$235,500). 

For financial reporting purposes, plant and equipment are depreciated over the estimated useful lives of the properties by the straight-line 
method as to major assets acquired after 1962. Generally, other properties are depreciated by the double-declining balance method. 
Depreciation charged to income in 1968 amounted to $4,334,034 compared with $4,250,413 in 1967. 

For income tax purposes, the corporation, generally, uses accelerated depreciation methods. This policy has no effect on reported net 
income, because provision has been made for the income taxes deferred due to differences in depreciation expense for reporting and 
tax purposes. The corporation has also deferred to future periods the income tax effects resulting from other timing differences between 
reported income and taxable income. Provisions for federal and state income taxes include deferred income taxes of approximately 
$150,000 in 1968 and $400,000 in 1967. 

4. Capital Stock: 

The preferred shares, $5 cumulative convertible series A, entitle the holders to one vote for each share held. The outstanding preferred 
shares are entitled in liquidation to $100 per share plus dividends accrued and unpaid and, generally, are not redeemable by the corpo¬ 
ration prior to December 30, 1972. Subsequent to December 29, 1972, the corporation may redeem the preferred shares at $100 per 
share, plus dividends accrued and unpaid to the redemption date. At the option of the holders, outstanding preferred shares may be 
converted into common shares at the rate of 1.9445 common shares for each preferred share, subject to adjustment of the conversion 
rate in certain events. At December 29, 1968, there were 68,881 unissued common shares reserved for the conversion of preferred 
shares. Fully diluted earnings per share of common stock, assuming conversion of outstanding preferred stock and exercise of out¬ 
standing options, are no less than the primary earnings per share shown on the accompanying statement of income. 

5. Stock Options: 

At December 29,1968, there were 4,954 shares of common stock set aside for issuance to employees pursuant to restricted stock options. 
The option price is $27.87 per share, which is 95% of the market value, as adjusted for stock distributions, on the date the options were 
granted. Options are exercisable at various dates extending to February 15, 1972. No options were granted or exercised during the 
year. 

6. Employees* Retirement Plans: 

The corporation and its subsidiaries have several noncontributory retirement plans covering substantially all of their employees. The 
policy is to fund the total of (a) currently accruing pension costs and (b) an amount equal to the amortization of past service costs 
over periods not exceeding twenty-five years. The total pension expense for 1968 was approximately $976,000 (1967—$862,000). 

7. Contingencies and Commitments: 

The corporation is contingently liable as guarantor of loans of approximately $795,000. One subsidiary is a participant with nine other 
unrelated companies in a joint and several guarantee of loans in the amount of $2,380,000. At December 29, 1968, the corporation 
had commitments of approximately $500,000 for capital expenditures and other contractual obligations. 


18 




















The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the years ended December 29, 1968 and December 31, 1967 


SOURCE OF FUNDS: 

Net income. 

Add (deduct) non-cash items: 
Depreciation and depletion 
Other non-cash items (net) 

Total from operations 

Decrease in working capital. 
Investment tax credit . . . 
Other items (net). 

Totals. 


APPLICATION OF FUNDS: 

Additions to property, equipment and timberlands, less book value of dis¬ 
posals . 

Cash dividends declared. 

Decrease in long-term debt. 

Increase in working capital. 

Other items (net). 

Totals. 

The accompanying notes are an integral part of the financial statements . 


1968 

1967 

$ 4,395,557 

$ 4,905,666 

5,593,825 

(543,770) 

5,154,251 

(303,756) 

9,445,612 

9,756,161 

2,930,486 

440,000 

202,760 

83,000 

$13,018,858 

$ 9,839,161 

$ 9,217,407 
3,051,451 
750,000 

$ 5,246,900 
2,872,875 

1,351,038 

368,348 

$13,018,858 

$ 9,839,161 


ACCOUNTANTS’ REPORT 

To the Stockholders and Board of Directors, 

The Chesapeake Corporation of Virginia: 

We have examined the accompanying consolidated balance sheet of The Chesapeake Corporation of Virginia and 
its subsidiary companies at December 29, 1968 and the related consolidated statements of income, retained earnings 
and source and application of funds for the year (fifty-two weeks) then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. We previously examined the consolidated 
financial statements for the year 1967 (fifty-two weeks). 

In our opinion, the consolidated financial statements referred to above present fairly on a consolidated basis the 
financial position of The Chesapeake Corporation of Virginia and its subsidiary companies at December 29, 1968 and 
December 31, 1967 and the results of their operations and source and application of funds for the years then ended, in 
conformity with generally accepted accounting principles applied on a consistent basis. 

LYBRAND, ROSS BROS. & MONTGOMERY 
Certified Public Accountants 


Richmond, Virginia 
February 1, 1969 
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The Chesapeake Corporation of Virginia 
and Subsidiary Companies 


A TEN-YEAR COMPARISON* 


(Dollar amounts in thousands, except for per-share data) 



1968 

1967 

1966 

1965 

1964 

1963 

1962 

1961 

1960 

1959 

OPERATING RESULTS 

Net sales. 

Net costs except depreciation and de¬ 

$59,876 

$60,924 

$63,101 

$57,422 

$45,332 

$39,016 

$37,611 

$34,762 

$34,412 

$32,965 

pletion . 

46,493 

47,064 

45,840 

41,491 

34,739 

29,754 

26,517 

24,878 

23,024 

21,552 

Depreciation and depletion. 

5,594 

5,154 

4,806 

4,057 

3,567 

2,834 

2,881 

2,800 

2,753 

2,701 

Income before income taxes. 

7,789 

8,706 

12,455 

11,874 

7,026 

6,428 

8,213 

7,084 

8,635 

8,712 

Taxes on income. 

3,393 

3,800 

5,658 

5,248 

2,968 

3,130 

4,213 

3,714 

4,499 

4,580 

Net income. 

4,395 

4,906 

6,797 

6,626 

4,058 

3,298 

4,000 

3,370 

4,136 

4,132 

Per share of common stock*. 

$2.35 

$2.63 

$3.69 

$3.59 

$2.16 

$1.74 

$2.13 

$1.77 

$2.19 

$2.19 

Per cent of net sales. 

Net income applicable to common 
stock as a per cent of common 
stockholders’ equity (beginning of 

7.3% 

8.1% 

10.8% 

11.5% 

9.0% 

8.5% 

10.6% 

9.7% 

12.0% 

12.5% 

year). 

8.4% 

9.7% 

14.8% 

15.9% 

10.1% 

8.5% 

111% 

9.7% 

13.1% 

14.4% 

Cash flow** . 

$9,989 

$10,060 

$11,604 

$10,683 

$7,625 

$6,132 

$6,881 

$6,170 

$6,889 

$6,833 

Per share of common stock*. 

$5.46 

$5.50 

$6.36 

$5.85 

$4.15 

$3.32 

$3.73 

$3.33 

$3.72 

$3.70 

Dividends declared on common stock. . 

$2,873 

$2,873 

$2,873 

$2,673 

$1,727 

$1,563 

$1,534 

$1,484 

$1,435 

$1,398 

Income retained for use in the business . 

1,344 

1,931 

3,875 

3.838 

2,234 

1,645 

2,414 

1,801 

2,635 

2,677 


FINANCIAL POSITION 

Working capital. 

. $12,524 

$15,455 

$14,104 

$12,539 

$9,876 

$10,617 

$17,008 

$14,112 

$12,518 

$10,719 

Property, plant and equipment (net) . 

50,774 

47,077 

46,172 

39,489 

38,142 

31,061 

21,726 

22,126 

22,266 

21,621 

Other assets . 

1,807 

1,689 

1,767 

1,006 

702 

738 

1,832 

1,919 

1,749 

1,534 

Long-term debt and deferred credits . 

9,760 

10,220 

9,973 

4,923 

4,506 

435 

230 

236 

163 

185 

Stockholders’ equity. 

55,345 

54,001 

52,070 

48,111 

44,214 

41,980 

40,335 

37,921 

36,371 

33,690 

Per share of common stock*. . . . 

$28.85 

$28.10 

$27.03 

$24.82 

$22.65 

$21.41 

$20.49 

$19.15 

$18.14 

$16.65 

Shares of common stock outstanding , 

. 1,795,547 1 

1,795,547 

1,795,547 

1,795,547 1,346,179 1,321,026 1, 

296,312 

1,272,026 

1,248,083 

1,225,143 


OTHER INFORMATION 

Gross additions to properties and equip¬ 
ment . 

$9,382 

$6,339 

$12,136 

$5,964 

$10,876 

$12,305 

$2,622 

$2,600 

$3,396 

$2,759 

Production of paperboard, paper and 
market pulp (tons). 

361,791 

366,855 

372,488 

370,352 

285,983 

233,651 

228,116 

223,460 

229,574 

216,725 

Acres of timberlands owned . 

285,000 

278,000 

265,700 

245,000 

236,100 

233,000 

230,800 

228,000 

222,700 

213,900 

Stockholders. 

3,988 

3,979 

3,927 

3,704 

3,380 

3,243 

3,106 

2,992 

2,889 

2,635 

Employees. 

1,919 

1,892 

1,856 

1,696 

1,577 

1,414 

1,390 

1,361 

1,176 

1,188 


•Includes pooled companies. 

# Based on shares outstanding at December 29, 1968, and excluding amounts applicable to preferred stock. 
**Cash flow is stated as the total of net income, depreciation and depletion. 
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